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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Warm  Springs 
State  Hospital  for  the  year  ended  June  30,  1980. 

The  audit  was  conducted  by  Newland,  Horn,  Crippen  and  Peck,  P.C. 
under  a  contract  between  the  firm  and  our  office.   The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the 
firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing 
of  all  recommendations  together  with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing  serves  as  a  means  of 
summarizing  the  recommendations  contained  in  the  report  and  the  audited  agencies' 
replies  thereto  and  also  as  a  ready  reference  to  the  supporting  comments.   The  full 
replies  of  the  Warm  Springs  State  Hospital  are  included  in  the  back  of  this  report. 
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We  recommend  that  the  Hospital  accrue  grant  revenue  in 
accordance  with  generally  accepted  accounting  principles 
and  State  accounting  policy. 

Agency  Reply:   Concur.   See  Page  30. 


2.    We  recommend  that  the  Hospital  require  that  all  indi- 
vidual entities  within  the  Hospital  indicate  account 
distribution  on  requisitions. 


Agency  Reply:   Concur.   See  Page  30. 


We  recommend  that  payroll  checks  be  distributed  by 
someone  other  than  the  employees  responsible  for 
payroll  preparation. 

Agency  Reply:   Concur.   See  Page  30. 


We  recommend  that  the  Hospital  record  cash  on  hand 
in  compliance  with  State  accounting  policy. 

Agency  Reply:   Concur.   See  Page  30. 


5.    We  recommend  that  the  Hospital  make  deposits  in  com- 
pliance with  Montana  Operations  Manual  Chapter 
2-121-22. 

Agency  Reply:   Do  not  concur.   See  Page  31. 


We  recommend  that  the  Hospital  issue  receipts 
immediately  upon  receipt  of  cash  or  cash  items. 

Agency  Reply:   Concur.   See  Page  31. 
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SUMMARY  OF  RECOMMENDATIONS  -  CONTINUED 
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We  recommend  that  the  Hospital  deposit  all  donations 
into  the  Federal  and  Private  Revenue  Fund  in  accordance 
with  MCA,  Section  17-2-102  and  Attorney  General  Opinion 
number  106  within  Volume  36. 

Agency  Reply:   Do  not  concur.   See  Page  32. 


8.   We  recommend  that  the  Hospital: 

1.  Take  a  physical  inventory  of  all  fixed  assets 
immediately; 

2.  Prepare  the  necessary  adjustments  to  the  asset  records 
to  reflect  the  physical  inventory.   The  Hospital  will 
have  to  research  invoices  paid  in  the  past  two  years 
to  record  the  cost  and  acquisition  date  of  newly  pur- 
chased assets;  and 

3.  Maintain  the  PPI  on  a  continual  basis  properly  recording 
all  additional,  deletions  and  transfers.   All  transfers 
should  be  authorized  in  writing  by  the  appropriate 
officials. 

Agency  Reply:   Concur.  See  Page  33. 


We  recommend  that  the  Hospital  contact  the  Department  of 
Revenue  to  determine  the  proper  procedures  for  turning  funds 
representing  unredeemed  coupons,  over  to  the  Department  of 
Revenue  in  compliance  with  Section  70-9-102,  MCA. 

Agency  Reply:   Concur.   See  Page  33. 


10.   We  recommend  that  the  function  of  patient  cash  and  check 
receiving  be  separated  from  subsequent  deposit  duties. 

Agency  Reply:   Concur.   See  Page  33. 


11.   We  recommend  that  the  Hospital  contact  the  Department  of 

Administration  accounting  division  for  guidance  in  placing 
patient  accounts  on  SBAS. 

Agency  Reply:   Concur.   See  Page  33. 


SUMMARY  OF  RECOMMENDATIONS  -  CONTINUED 
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12.  We  recommend  that  the  Hospital  analyze  inventory  usage 
in  relation  to  amounts  on  hand  to  determine  proper  in- 
ventory levels. 

Agency  Reply:   Concur.   See  Page  34. 


13.   We  recommend  that  the  Hospital  include  all  inventories 
on  SIMS. 


Agency  Reply:   Concur.   See  Page  34. 


14.   We  recommend  that  the  Hospital  insure  that  leave  of 
absence  requests  be  prepared  and  properly  approved 
for  all  leave  taken. 


Agency  Reply:   Concur.   See  Page  34, 
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COMMENTS 

General 

Warm  Springs  State  Hospital  is  an  Institution  under  the  direction  of  the 
Department  of  Institutions.   The  primary  functions  of  the  hospital  are  the  care 
and  treatment  of  mentally  111  persons.   The  hospital  has  performed  these  functions 
since  1912  when  the  institutional  facilities  were  purchased  by  the  State  of  Montana. 

We  performed  a  financial/compliance  audit  of  the  hospital  for  the  year  ended 
June  30,  1980.   The  objectives  of  the  audit  were  to:   (1)  determine  if  the  hospital's 
financial  statements  present  fairly  its  financial  position  and  results  of  operations 
for  the  year  ended  June  30,  1980;  (2)  determine  if  the  hospital  complied  with 
applicable  laws  and  regulations;  and  (3)  make  recommendations  for  improvements  in 
the  management  and  internal  controls  of  the  hospital. 

We  thank  the  Superintendent,  Administrator  and  their  staff  for  their  cooper- 
ation and  assistance  during  the  audit. 

Internal  Control 

As  part  of  our  examination,  we  reviewed  and  tested  the  hospital's  system  of 
Internal  control  to  establish  a  basis  for  reliance  thereon  in  determining  the  nature, 
timing,  and  extent  of  other  auditing  procedures  necessary  for  expressing  an  opinion 
on  the  financial  statements  and  to  assist  in  planning  and  performing  our  examination 
of  the  financial  statements. 

The  objective  of  internal  accounting  control  Is  to  provide  reasonable,  but  not 
absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from  unauthorized 
use  or  disposition,  and  the  reliability  of  financial  records  for  preparing  financial 
statements  and  maintaining  accountability  for  assets.   The  concept  of  reasonable 
assurance  recognizes  that  the  cost  of  a  system  of  internal  accounting  control  should 
not  exceed  the  benefits  derived  and  also  recognizes  that  the  evaluation  of  these 
factors  necessarily  requires  estimates  and  judgments  by  management. 
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Our  study  and  evaluation  of  the  hospital's  system  of  internal  accounting 
control  for  fiscal  year  1979-80  would  not  necessarily  disclose  all  weaknesses  in 
the  system  because  it  was  based  upon  selective  tests  of  accounting  records  and 
related  data.   We  found  no  material  internal  control  weaknesses. 

Report  Content 

Report  comments  following  relate  to  material  misstatements  in  the  attached 
financial  statements,  potential  management  improvements  and  hospital  noncompliance 
with  applicable  statutes. 

GRANT  REVENUE  ACCRUAL 

At  fiscal  year-end  1979-80  the  hospital  had  spent  $18,088  for  the  Vocational 
Education  Program  Grant  from  the  Office  of  Supertintendent  of  Public  Instruction 
(OSPI)  and  had  been  reimbursed  $16,485.   The  difference  of  $1,603  was  not  recorded 
as  an  account  receivable  and  recognized  as  revenue  in  the  State's  accounting  system 
as  required  by  generally  accepted  accounting  principles  and  management  memo  2-80-1. 
The  $1,603  will  be  received  and  recorded  as  revenue  during  the  next  fiscal  year. 

This  failure  to  record  the  receivable  materially  misstates  total  assets  in  the 
Federal  and  Private  Revenue  Fund  for  the  year  ended  June  30,  1980. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  ACCRUE  GRANT  REVENUE  IN 
ACCORDANCE  WITH  GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES 
AND  STATE  ACCOUNTING  POLICY. 

INTERNAL  CONTROL  OVER  EXPENDITURES 


We  noted  from  our  examination  of  internal  controls  over  expenditures  that 
certain  entities  within  the  hospital  do  not  place  the  appropriate  account  distri- 
bution information  on  requisitions.   This  procedure  would  enhance  control  over  pur- 
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chases  since  the  individual  entities  are  aware  of  the  type  of  purchases  they 
are  making. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  REQUIRE  THAT  ALL 
INDIVIDUAL  ENTITIES  WITHIN  THE  HOSPITAL  INDICATE 
ACCOUNT  DISTRIBUTION  ON  REQUISITIONS. 

INTERNAL  CONTROL  OVER  PAYROLL 

Our  examination  of  existing  internal  control  over  payroll  and  payroll  trans- 
actions revealed  that  payroll  warrants  are  distributed  through  the  payroll  office. 
Internal  control  is  weakened  if  the  same  person  responsible  for  payroll  preparation 
also  distributes  payroll  checks. 

RECOMMENDATION 

WE  RECOMMEND  THAT  PAYROLL  CHECKS  BE  DISTRIBUTED  BY  SOMEONE 

OTHER  THAN  THE  EMPLOYEES  RESPONSIBLE  FOR  PAYROLL  PREPARATION. 

CASH 

Cash  on  Hand 

At  fiscal  year-end  the  hospital  recorded  as  cash  on  hand  $138  of  receipts 
received  subsequent  to  June  30,  1980.   This  is  in  violation  of  management  memo  2-80-1 
since  these  amounts  should  have  been  revenue  in  the  following  fiscal  year.   The 
misstatements  of  cash  and  revenue,  however,  are  not  material  in  relation  to  total 
General  Fund  assets  and  revenue. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  RECORD  CASH  ON  HAND  IN 

COMPLIANCE  WITH  STATE  ACCOUNTING  POLICY. 


Frequency  of  Deposits 

Montana  Operations  Manual  (MOM)  Chapter  2-1210.22  requires  that  all  monies 
received  shall  be  deposited  with  a  depository  approved  by  the  Treasury  Division 
every  day  when  the  accumulated  amount  of  coin  and  currency  exceeds  $100  or  total 
collections  exceed  $500.   We  noted  that  the  hospital  does  not  comply  with  this 
regulation.   They  deposit  twice  a  week,  and  the  amounts  deposited  are  usually  in 
excess  of  $500. 

RECOMI^NDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  MAKE  DEPOSITS  IN  COMPLI- 
ANCE WITH  MONTANA  OPERATIONS  MANUAL  CHAPTER  2-1210.22. 

Internal  Control  Over  Cash 

Our  examination  of  internal  control  over  cash  disclosed  tha^  receipts  are  not 
issued  immediately  upon  receipt  of  cash  or  cash  items.   The  receipts  are  issued  just 
prior  to  making  the  bank  deposit.   Issuing  receipts  subsequent  to  the  initial  receipt 
of  monies  is  inadequate  since  the  reason  for  receipt  issuance  is  to  establish  control 
over  monies  from  the  time  of  receipt  to  deposit. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  ISSUE  RECEIPTS  IMMEDIATELY 

UPON  RECEIPT  OF  CASH  OR  CASH  ITEMS. 

AGENCY  FUND 

Warm  Springs  State  Hospital  currently  deposits  certain  donations  for  patients 
in  an  Agency  Fund  which  is  a  non-budgeted  fund  and  requires  no  appropriation  to 
spend  monies. 

MCA,  Section  17-2-102  states  in  part,  that,  "The  Federal  and  Private  Revenue 
Fund  consists  of  all  expendable  monies  deposited  in  the  State  Treasury  from  Federal 
or  private  sources,  including  trust  income,  which  are  to  be  used  for  the  operation 
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of  state  government."   Also,  on  November  16,  1976,  the  Attorney  General  issued 
opinion  number  106  within  Volume  36  which  states  that  all  private  donations 
should  be  deposited  into  the  Federal  and  Private  Revenue  Fund.   The  opinion  was 
directed  to  another  State  agency,  however,  the  principle  of  the  opinion  applies 
to  Warm  Springs  State  Hospital. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  DEPOSIT  ALL  DONATIONS  INTO 
THE  FEDERAL  AND  PRIVATE  REVENUE  FUND  IN  ACCORDANCE  WITH 
MCA,  SECTION  17-2-102  AND  ATTORNEY  GENERAL  OPINION  NUMBER 
106  WITHIN  VOLUME  36. 

FIXED  ASSETS 

Warm  Springs  State  Hospital  uses  the  Physical  Plant  Inventory  (PPI) ,  a  sub- 
program to  Supply  Inventory  Management  System  (SIMS)  to  account  for  fixed  assets. 
However,  the  hospital  has  not  been  maintaining  the  system  since  June  30,  1978.   Since 
this  time  no  additions,  deletions  or  transfers  have  been  recorded  in  the  PPI.   Because 
of  this  neglect  the  asset  records  are  of  no  value,  since  the  records  do  not  reflect 
assets  currently  on  hand. 

RECOMMENDATIONS 

WE  RECOMMEND  THAT  THE  HOSPITAL: 

1.  TAKE  A  PHYSICAL  INVENTORY  OF  ALL  FIXED  ASSETS 
IMMEDIATELY; 

2.  PREPARE  THE  NECESSARY  ADJUSTMENTS  TO  THE  ASSET 
RECORDS  TO  REFLECT  THE  PHYSICAL  INVENTORY.   THE 
HOSPITAL  WILL  HAVE  TO  RESEARCH  INVOICES  PAID  IN 

THE  PAST  TWO  YEARS  TO  RECORD  THE  COST  AND  ACQUISITION 
DATE  OF  NEWLY  PURCHASED  ASSETS;  AND 

3.  MAINTAIN  THE  PPI  ON  A  CONTINUAL  BASIS  PROPERLY  RECORDING 
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ALL  ADDITIONS,  DELETIONS  AND  TRANSFERS.   ALL  TRANSFERS 
SHOULD  BE  AUTHORIZED  IN  WRITING  BY  THE  APPROPRIATE  OFFICIALS. 

PATIENT  ACCOUNTS 

Unredeemed  Coupons 

The  hospital  issues  coupons  to  patients  for  use  in  the  canteen  to  purchase 
food  and  other  items.   The  hospital  reduces  the  patient's  individual  account  when 
the  coupons  are  issued.   For  one  reason  or  another  some  of  these  coupons  are  never 
redeemed  from  the  patients.   The  balance  of  these  unredeemed  coupons  has  been 
increasing  for  a  number  of  years.   The  balance  at  June  30,  1980  was  $4,833. 

The  unredeemed  coupons  are  considered  abandoned  property  under  the  provisions 
of  Section  70-9-102,  MCA.   This  section  requires  that  property  abandoned  for  more 
than  seven  (7)  years  be  turned  over  to  the  Department  of  Revenue.   The  requirements 
of  this  section  poses  a  definite  problem  to  the  hospital  because  they  do  not  know  to 
whom  the  unredeemed  coupons  belong.   However,  the  fact  remains  that  the  property  is 
abandoned  and  it  should  be  disposed  of  in  compliance  with  Section  70-9-102,  MCA. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  CONTACT  THE  DEPARTMENT  OF 
REVENUE  TO  DETERMINE  THE  PROPER  PROCEDURES  FOR  TURNING  FUNDS 
REPRESENTING  UNREDEEMED  COUPONS,  OVER  TO  THE  DEPARTMENT  OF 
REVENUE  IN  COMPLIANCE  WITH  SECTION  70-9-102,  MCA. 

Internal  Control  Over  Patient  Deposits 

Our  audit  of  internal  control  over  patient  accounts  disclosed  that  the  same 
person  who  receives  patient  monies  also  prepares  the  deposit  ticket  and  also  makes 
the  actual  bank  deposit.   For  strong  internal  control  over  cash  receipts,  these 
functions  should  be  separated.   The  same  person  receiving  monies  should  not  prepare 
and  make  bank  deposits. 
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RECOMMENDATION 

WE  RECOMMEND  THAT  THE  FUNCTION  OF  PATIENT  CASH  AND  CHECK 

RECEIVING  BE  SEPARATED  FROM  SUBSEQUENT  DEPOSIT  DUTIES. 

Recording  Patient  Accounts  on  SBAS 

At  the  present  time  all  patient  account  activity  is  recorded  in  an  accounting 
system  which  is  completely  separated  from  the  Statewide  Budgeting  and  Accounting 
System  (SBAS).   Since  SBAS  is  the  State's  accounting  system,  all  hospital  financial 
activity  should  be  recorded  on  this  system.   Reporting  otherwise  distorts  the 
hospital's  financial  statements  required  by  generally  accepted  accounting  principles. 
We  recognize  that  certain  accounting  problems  will  occur  when  the  patient  accounts 
are  being  placed  on  SBAS. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  CONTACT  THE  DEPARTMENT  OF 
ADMINISTRATION  ACCOUNTING  DIVISION  FOR  GUIDANCE  IN  PLACING 
PATIENT  ACCOUNTS  ON  SBAS. 

INVENTORIES 

Warm  Springs  State  Hospital  utilizes  the  Supply  Inventory  Management  System 
(SIMS)  to  account  for  their  supply  inventories.   The  system  is  computerized.   The 
input  data  is  generated  by  the  hospital  and  output  is  generated  by  the  Department  of 
Institutions  in  Helena.   The  system  is  programed  so  that  all  Inventory  included 
within  any  one  line  item  is  recorded  at  the  cost  of  the  most  recent  purchase. 
Therefore,  in  certain  instances  where  recent  purchases  have  occurred,  units  of 
inventory  purchased  in  previous  years  and  still  on  hand  is  recorded  on  SIMS  at 
replacement  cost  rather  than  actual  cost. 
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Inventory  Turnover 

From  our  audit  of  inventory  turnover,  we  noted  that  inventory  levels  of 
certain  items  appear  excessive.   For  example,  total  shop  inventory  at  June  30, 
1979  and  1980  was  $147,949  and  $150,742,  respectively.   The  total  usage  in  fis- 
cal year  1979-80  was  $16,486.   Also,  linen  usage  in  fiscal  year  1979-80  was 
$10,209  and  the  June  30,  1979  and  1980  inventory  levels  were  $52,711  and  $42,489, 
respectively.   This  indicates  that  the  hospital  has  considerable  amounts  of  in- 
ventory which  are  used  very  seldom.   Hospital  officials  have  indicated  that  they 
do  have  considerable  amounts  of  obsolete  inventory.   We  also  recognize  that  the 
decreasing  enrollment  at  the  hospital  in  recent  years  may  have  had  an  effect  upon 
the  excessive  inventory  levels. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  ANALYSE  INVENTORY  USAGE 
IN  RELATION  TO  AMOUNTS  ON  HAND  TO  DETERMINE  PROPER  IN- 
VENTORY LEVELS. 

Omitted  Inventory 

The  hospital  has  not  included  all  inventory  on  SIMS.   The  omissions  include 
laboratory  supplies.  X-ray  supplies,  gasoline,  canteen,  and  upholstering  supplies. 
We  observed  the  physical  inventory  of  gasoline,  canteen,  and  upholstery  supplies 
and  have  included  these  items  in  Schedule  6.   We  do  not  believe  that  the  omission 
of  laboratory  and  X-ray  supplies  materially  misstates  Schedule  6.   However,  all 
the  omitted  items  should  be  included  as  inventory  on  SIMS. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  INCLUDE  ALL  INVENTORIES 

ON  SIMS. 
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EMPLOYEE  LEAVE 

Our  examination  of  employee  leave  records  revealed  that  certain  leave  of 
absence  requests  were  not  available  for  audit. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  HOSPITAL  INSURE  THAT  LEAVE  OF 
ABSENCE  REQUESTS  BE  PREPARED  AND  PROPERLY  APPROVED 
FOR  ALL  LEAVE  TAKEN. 

PRIOR  REPORT  RECOMMENDATIONS 

The  hospital  was  audited  under  contract  with  the  Office  of  Legislative  Auditor 
for  the  year  ended  June  30,  1977.   The  auditing  CPA  firm  made  twenty  five  (25) 
recommendations.   The  status  of  these  recommendations  during  our  audit  period  was  as 
follows: 

Thirteen  (13)  are  no  longer  applicable; 

Five  (5)  have  been  implemented  or  partially  implemented;  and 

Seven  (7)  were  not  implemented. 
The  recommendations  which  were  not  implemented  have  been  mentioned  previously 
in  our  report. 


-9- 


AUDITOR'S  OPINION 


AND 


FINANCIAL  STATEMENTS 


NEWLAND.  HORN.  CRIPPEN  &  PECK.  P.C. 

CERTIFIED   PUBLIC   ACCOUNTANTS 

S3  WEST  BROAOWAV 

BUTTE.  MONTANA     5970t 

WIULIAM    B     HORN  RON  ALD  W.    M  ANN  I 

ROBERT    L.  CRIPPEN  JOHN   F.   BURNS 

OENNIS  W.  PECK 


The  Legislative  Audit  Coiranittee 
of  Montana  State  Legislature: 


We  have  examined  the  balance  sheets  of  Warm  Springs  State  Hospital  as  of 
June  30,  1980,  and  statements  of  operations  for  the  year  ended  June  30,  1980 
as  listed  in  the  Table  of  Contents  of  this  report  for  the  Warm  Springs  State 
Hospital.   Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances . 

The  hospital  has  not  maintained  accounting  control  of  its  general  fixed 
assets,  and  accordingly  a  statement  of  general  fixed  assets,  required  by 
generally  accepted  accounting  principles,  is  not  included  in  the  financial 
statements. 

Total  assets  and  the  June  30,  1980  fund  balance  in  the  Federal  and  Private 
Revenue  Fund  are  understated  by  $1,603  as  a  result  of  the  failure  to  accrue 
grant  revenues.   Accrual  of  grant  revenues  earned  is  required  by  generally 
accepted  accounting  principles  and  State  accounting  policy.   This  matter  is 
discussed  further  on  page  two  (2)  of  the  accompanying  report. 

As  stated  in  paragraph  two  above,  the  hospital  has  not  maintained  accounting 
control  of  its  general  fixed  assets.   As  a  result,  the  Enterprise  Fund  does  not 
include  amounts  representing  fixed  assets  or  accumulated  depreciation  at  June  30, 
1980.   The  effect  of  omitting  fixed  assets  and  accumulated  depreciation  from  total 
assets  cannot  be  reasonably  determined,  however,  we  believe  it  would  have  a 
material  effect  upon  total  assets  and  fund  balance  in  the  Enterprise  Fund. 

Total  Enterprise  Fund  expenditures  do  not  include  depreciation  or  utilities 
expense,  or  expenses  associated  with  administering  the  fund.   The  effect  of 
omitting  these  expenditure  items  from  the  statement  of  revenue  and  expense  and 
changes  in  retained  earnings  cannot  be  reasonably  determined,  however,  we  believe 
it  would  have  a  material  effect  upon  net  income  or  loss  and  retained  earnings. 

Because  of  the  material  effect  of  the  matters  discussed  in  paragraphs  3,  4 
and  5  above,  which  are  a  variance  from  generally  accepted  accounting  principles, 
in  our  opinion,  the  financial  statements  listed  below  do  not  present  fairly  the 
financial  position  of  Warm  Springs  State  Hospital  as  of  June  30,  1980,  or  the 
results  of  its  operations,  or  changes  in  its  fund  balances/retained  earnings  for 
the  year  then  ended,  in  conformity  with  generally  accepted  accounting  principles. 
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The  Legislative  Audit  Committee 

of  Montana  State  Legislature: 
Page  2 

Statements  Funds  not  Fairly  Presented 

Balance  Sheet  Federal  and  Private  Revenue  Fund 

Enterprise  Fund 

Statement  of  Revenue,  Expenditures  and  Federal  and  Private  Revenue  Fund 

Changes  in  Fund  Balances 

Statement  of  Revenue  and  Expense  and  Enterprise  Fund 

Changes  in  Retained  Earnings 

Statement  of  Changes  in  Financial  Position      Enterprise  Fund 

In  our  opinion,  the  financial  statements  listed  below  present  fairly  the 
financial  position  of  the  Warm  Springs  State  Hospital  as  of  June  30,  1980  and 
the  results  of  its  operations  and  changes  in  its  fund  balances  for  the  fiscal 
year  then  ended  in  conformity  with  generally  accepted  accounting  principles  which 
have  been  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

Statements  Funds  Fairly  Presented 

Balance  Sheet  General  Fund 

Insurance  Fund 
Agency  Fund 

Statement  of  Revenues,  Expenditures  General  Fund 

and  Changes  in  Fund  Balances  Insurance  Fund 

Agency  Fund 

The  accompanying  Schedule  of  Expenditures  by  Object,  Schedule  of  Capital 
Projects,  Schedule  of  Reimbursements,  Schedule  of  Inventories,  Schedules  of  Patient 
Accounts,  and  the  columns  on  the  accompanying  Statement  of  Revenues,  Expenditures 
and  Changes  in  Fund  Balances  captioned  "Totals,  Memorandum  Only"  are  not  necessary 
for  a  fair  presentation  of  the  financial  statements  but  are  presented  as  additional 
analytical  data.   This  information  has  been  subjected  to  the  tests  and  other  auditing 
procedures  applied  in  the  examination  of  the  accompanying  financial  statements  and, 
in  our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the  finan- 
cial statements  taken  as  a  whole  except  as  this  information  relates  to  the  material 
misstatements  discussed  in  paragraphs  3,  4  and  5  of  this  opinion. 

Respectfully  submitted. 


TW^.^^^^  Qyf^  0.(2^^2 


NEWLAND,  HORN,  CRIPPEN  &  PECK,  P.C. 
Certified  Public  Accountants 


September  18,  1980 
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WARM  SPRINGS  STATE  HOSPITAL 


PROPRIETARY  FUND 
ENTERPRISE  FUND 
CANTEEN  FUND 


BALANCE  SHEET 
June  30,  1980 


EXHIBIT  3 


ASSETS 

Cash  in  treasury 
Cash  on  hand 
Inventory 

Total  assets 


$  5,585 
1,553 
2,873 

$10,011 


LIABILITIES  AND  RETAINED  EARNINGS 
Accrued  withdrawals 
Retained  earnings 

Total  liabilities  and  retained  earnings 


$  7,568 

2,443 

$10,011 


See  Accompanying  Notes  to  Financial  Statements 
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EXHIBIT  4 


WARM  SPRINGS  STATE  HOSPITAL 


ENTERPRISE  FUND 
CANTEEN  FUND 
STATEMENT  OF  REVENUE  AND  EXPENSE 
AND  CHANGES  IN  RETAINED  EARNINGS 

For  the  Fiscal  Year  Ended  June  30,  1980 


Revenue  from  canteen  sales 


$97,568 


Expenses: 

Cost  of  goods  sold: 

Inventory  at  July  1,  1979 
Add  purchases 

Total  goods  available  for  sale 
Deduct  inventory  at  June  30,  1980 
Cost  of  goods  sold 

Gross  profit  on  sales 


$  3,329 

74,661 

77,990 

2,873 


75,117 
22,451 


Operating  expenses: 
Direct  salaries 
Employee  benefits 
Maintenance 
Other 

Total  operating  expenses 

Net  loss 
Retained  earnings  -  July  1,  1979 
Retained  earnings  -  June  30,  1980 


24,172 

6,215 

91 

24 


30,502 
(   8,051) 
10,494 
$  2,443 


See  Accompanying  Notes  to  Financial  Statements 
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EXHIBIT  5 


WARM  SPRINGS  STATE  HOSPITAL 


ENTERPRISE  FUND 


CANTEEN  FUND 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION  (WORKING  CAPITAL) 

For  the  Fiscal  Year  Ended  June  30,  1980 


Working  capital  gnerated 

Net  loss  from  operations  (Exhibit  4) 
Net  decrease  in  working  capital 


($8.051) 
($8,051) 


Account  Balances 


Changes  in  working  capital  accounts 

Current  assets: 
Cash 
Inventories 

Total  current  assets 


Working  Capital 

Increase 
June  30,  1980  June  30,  1979    (Decrease) 


$  7,138 
2,873 

$10,011 


$  8,588 
3,329 

$11,917 


($1,450) 
(   456) 

($1,906) 


Current  liabilities: 
Accrued  withdrawals 

Total  current  liabilities 

Working  capital 


7,568 

7,568 

$  2,443 


1,423 
1,423 


$10,494 


(  6,145) 
(  6,145) 
($8,051) 


See  Accompanying  Notes  to  Financial  Statements 
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WARM  SPRINGS  STATE  HOSPITAL 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

Fiscal  Year  Ended  June  30,  1980 

1.    SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  hospital's  financial  statements  were  prepared  from  the  Statewide  Budgeting 
and  Accounting  System  (SBAS)  and  the  hospital's  inventory  records. 

Basis  of  Accounting 

The  State  of  Montana  utilizes  the  modified  accrual  basis  of  accounting  for  all 
funds  except  the  Enterprise  Fund.   Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  unless  they  are  susceptible  to  accrual,  and  ex- 
penditures are  recorded  when  a  valid  obligation  is  incurred.   Full  accrual  account- 
ing is  used  for  the  Enterprise  Fund. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable  and  available  to 
finance  expenditures  of  the  fiscal  period  or  are  not  received  at  the  normal  time 
of  receipt. 

With  the  following  clarifications,  a  valid  expenditure  obligation  exists  when 
the  associated  liability  is  incurred. 

The  liability  amount  associated  with  unused  accumulated  vacation 
and  sick  leave  at  June  30,  1980,  is  maintained  on  an  hourly  basis  rather 
than  by  dollar  amount.   The  monetary  liability  is  not  calculated  until  an 
employee  terminates.   Upon  termination,  qualifying  employees  are  paid  at 
their  current  pay  rate  for  100  percent  of  accumulated  vacation  and  25 
percent  of  unused  sick  leave. 

If  the  appropriation  provided  funds  to  complete  a  given  project, 
the  entire  amount  of  a  service  contract  may  be  accrued  even  though  the 
services  are  rendered  in  fiscal  years  subsequent  to  the  fiscal  year  in 
which  the  expenditure  is  accrued. 

The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal  year  in 
which  budgeted. 

Goods  ordered,  but  not  received  as  of  the  fiscal  year-end,  may  be 
accrued  if  the  purchase  order  was  issued  in  the  fiscal  year  in  which  the 
anticipated  expenditure  is  to  be  accrued. 
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Fund  Types 

The  State  of  Montana  accounts  are  organized  by  a  fund  structure  as  out- 
lined in  Section  17-2-102,  MCA.   For  financial  presentation,  these  funds  have 
been  reclassified  according  to  the  National  Council  on  Governmental  Accounting 
(NCGA) ,  Governmental  Accounting  and  Financial  Reporting  Principles. 

Governmental  Funds 

The  General  Fund  -  to  account  for  all  monies,  except  those  monies  required 
to  be  accounted  for  in  another  fund.   General  Fund  monies  deposited  in  the 
State  treasury  are  available  to  defray  the  costs  of  State  government. 

Special  Revenue  Funds  -  to  account  for  the  proceeds  of  specific  revenue 
sources  that  are  legally  restricted  to  expenditures  for  specified  purposes. 
Special  revenue  funds  include  the  earmarked  revenue  fund  and  the  Federal  and 
Private  Revenue  Fund. 

Federal  and  Private  Grant  Clearance  Fund  -  included  as  a  governmental  fund 
because  uncleared  collections  representing  revenue  distributions  to  another 
governmental  fund  were  recorded  in  this  fund. 

Fiduciary  Funds 

Trust  and  Agency  Funds  -  to  account  for  assets  held  by  a  governmental  unit 
in  a  trustee  capacity  or  as  an  agent  for  individuals,  private  organizations,  or 
other  governmental  units.   The  hospital's  agency  fund  is  classified  as  a  trust 
and  agency/fiduciary  fund. 

Enterprise  Funds 

Enterprise  funds  are  self-sustaining  funds  where  a  substantial  amount  of  the 
revenues  are  derived  from  user  charges.   The  hospital  utilizes  the  Enterprise 
Fund  to  account  for  its  canteen  operations. 
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Inventories 

There  is  no  recorded  asset  for  supplies  inventory.   Supplies  are  expensed 
at  the  time  of  purchase. 

General  Fixed  Assets 

The  financial  statements  do  not  reflect  the  cost  of  general  fixed  assets. 
General  fixed  assets  are  recorded  as  expenditures  in  the  various  funds.   Depre- 
ciation is  not  provided  on  general  fixed  assets. 

2.  RETIREMENT  PLAN 

Employees  are  covered  by  the  Public  Employees'  Retirement  System,  a  con- 
tributory plan  under  which  the  State  contributes  6.2  percent  of  an  employee's 
gross  wages  and  the  employee  contributes  6  percent  of  his  gross  wages  to  the 
plan.   The  hospital  incurred  pension  costs  of  $442,960  during  fiscal  year 
1979-80. 

The  State's  policy  is  to  fund  accrued  pension  costs.   At  June  30,  1978,  the 
Public  Employees'  Retirement  System  was  actuarially  sound.   The  unfunded  past 
service  costs  and  the  actuarially  computed  value  of  vested  benefits  were  not 
readily  available  for  members  of  the  plan  employed  by  Che  hospital. 

3.  GENERAL  FUND  BALANCE 

The  State's  General  Fund  beginning  and  ending  fund  balance  on  a  nonconsol- 
idated  basis  is  zero  since  any  balance  in  the  fund  is  owed  to  the  consolidated 
entity  at  fiscal  year-end. 

4.  CASH  RESTATEMENT 

To  reflect  the  actual  June  30  cash  balance  for  financial  statement  purposes, 
the  Department  of  Administration  restated  (increased)  cash  in  treasury  and  accrued 
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liabilities  balances  to  reflect  cash  paid  during  the  1979-80  fiscal  year-end 
adjustment  period. 

5.  OPERATING  BUDGETS 

Appropriations  in  the  General  Fund  account  were  overspent  by  $12  7,301  in  the 
Administration  Program,  by  $160,841  in  the  Operations  and  Support  Program,  $32,987 
in  the  Ancillary  Services  Program,  and  $80,635  in  the  Restorative  Program  during 
fiscal  year  1979-80.   Total  hospital  General  Fund  expenditures,  however,  did  not 
exceed  total  hospital  General  Fund  appropriation  authority. 

6.  PENDING  LITIGATION 

Warm  Springs  State  Hospital  is  a  defendant  in  a  class  action  suit  insti- 
tuted by  patients  at  the  hospital.   The  suit  is  for  approximately  one  million 
dollars  and  alleges  that  the  State  hospital  lacks  the  necessary  legal  authority 
to  control  patient's  money  and  to  pay  reimbursement  charges.   The  outcome  of  this 
suit  is  uncertain  at  the  date  of  this  report. 
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WARM  SPRINGS  STATE  HOSPITAL 


PATIENT  ACCOUNTS 


SCHEDULE  OF  ACCOUNT  BALANCES 
June  30,  1979  and  1980 


SCHEDULE  2 


ASSETS 

Cash  on  hand 

Cash  in  bank.  -  checking 

Cash  in  bank  -  savings 

Total  assets 


June  30,  1980 

$  2,497 

80,578 

83,689 

$166,764 


June  30,  1979 

$    790 

79,909 

109,652 

$190,351 


ACCOUNTABILITY 

Accountability  -  patient  funds  -  operating 

Accountability  -  patient  funds  -  savings 

Accountability  -  unredeemed  canteen  coupons 
(Note  2) 

Total  accountability 


$  78,242 
83,689 

4,833 
$166,764 


$  76,138 
109,652 

4,561 
$190,351 
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SCHEDULE  3 


WARM  SPRINGS  STATE  HOSPITAL 

PATIENT  ACCOUNTS 

SCHEDULE  OF  RECEIPTS,  DISBURSEMENTS,  TRANSFERS 

AND  CHANGES  IN  ACCOUNTABILITY 

For  the  Fiscal  Year  Ended  June  30,  1980 


Accountability 


Total  receipts 

Total  disbursements 

Excess  of  receipts  over  (under) 
disbursements 


Patient 

Funds  - 

Operating 

$357,635 

(  383,719) 

(   26,084) 


Patient 
Funds  - 
Savings 

$  2,497 


Unredeemed 
Canteen 
Coupons 


2,497 


$  so- 


other financing  sources  (uses) : 

Transfers  to  savings 
Transfers  from  savings 
Increase  in  unredeemed  coupons 

Total  other  financing  sources  (uses) 

Excess  of  receipts  over  (under) 
disbursements  and  other  sources 
(uses) 

Accountability  -  July  1,  1979 

Accountability  -  June  30,  1980 


(   26,100) 
54,560 
(     272) 

28,188 


2,104 


76,138 


$  78,242 


26,100 
(   54,560) 


(   28,460) 

(   25,963) 
109.652 
$  83,689 


272 


272 


272 

4,561 

$4,833 
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SCHEDULE  5 


WARM  SPRINGS  STATE  HOSPITAL 

SCHEDULE  OF  REIMBURSEMENTS  COLLECTED 

Fiscal  Year  Ended  June  30,  1980 


Private 
Insurance 
Medicaid 
Medicare 

Employee  services 

Total  collected 


$298,349 

103,273 

342,063 

5,626 

60 

$749,371 
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WARM  SPRINGS  STATE  HOSPITAL 


SCHEDULE  OF  INVENTORIES 


June  30,  1980 


SCHEDULE  6 


CATEGORY 


Amount 


Electrical 

Carpentry 

Plumbing 

Paint  and  painting  materials 

Hardware 

Food 

Janitorial  and  cleaning  supplies 

Clothing 

Hygiene  supplies 

Office  supplies 

Bedding,  towels 

Paper  kitchen  supplies 

Laundry  supplies 

Miscellaneous 

Medical  supplies 

Drugs 

Diesel 

Gasoline 

Sewing  room  inventory 

Upholstery  shop  inventory 

Canteen 


$  45,182 

17,968 

45,638 

30,335 

11,619 

28,981 

14,186 

83,532 

3,467 

14,554 

42,489 

19,975 

15,968 

5,645 

16,392 

33,474 

660 

1,598 

7,367 

3,861 

2,873 


Total 


$445,764 
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WARM  SPRINGS  STATE  HOSPITAL 


NOTES  TO  THE  SCHEDULES 


Fiscal  Year  Ended  June  30,  1980 


All  Patient  Account  Schedules  are  recorded  on  the  cash  basis. 


The  Patient  Accounts,  Schedule  of  Account  Balances,  displays  $4,561  and 
$4,833  at  June  30,  1979  and  June  30,  1980,  respectively,  as  accountability 
unredeemed  canteen  coupons.   This  represents  an  accumulation  of  unredeemed 
coupons  issued  to  patients  over  a  period  of  years.   This  is  discussed  further 
in  the  auditor's  comments  accompanying  this  report. 
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AGENCY  REPLIES 


DEPARTMENT  OF  INSTITUTIONS 


THOMAS  L.  JUDGE.  GOVERNOR 


1539  ELEVENTH  AVENUE 


STATE  OF  MONTANA' 


(406)449-3930 


HELENA.  MONTANA  59601 


October  30,  1980 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT    59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Newland,  Horn,  Crippen 
and  Peck,  P.C,  Certified  Public  Accountants,  of  the  Warm  Springs  State  Hospital. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 
Our  response  to  recommendations  is  attached. 


Sincerely, 


'Csz, 


Lawrence  M.  Zanto 
Director 


LMZ:jw 
Attachment 


AN  EQUAL  OPPORTUNITY  EMPLOYER 
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WARM  SPRINGS  STATE  HOSPITAL  AUDIT  RECOMMENDATIONS  AND  RESPONSES 


GRANT  REVENUE  ACCRUAL 

Recommendation  //I 

We  recommend  that  the  hospital  accrue  grant  revenue  in  accordance 
with  generally  accepted  accounting  principles  and  state  accounting 
policy. 

Response  //I 

Warm  Springs  concurs  with  this  recommendation.   Future  receivables 
will  be  recorded. 

INTERNAL  CONTROL  OVER  EXPENDITURES 

Recommendation  #2 

We  recommend  that  the  hospital  require  that  all  individual  entities 
within  the  Hospital  indicate  account  distribution  on  requisitions. 

Response  #2 

Warm  Springs  concurs  with  this  recommendation.   This  has  been 
partially  implemented  at  this  time. 

INTERNAL  CONTROL  OVER  PAYROLL 

Recommendation  #3 

We  recommend  that  payroll  checkes  be  distributed  by  someone  other 
than  the  employees  responsible  for  payroll  preparation. 

Response  #3 

Warm  Springs  concurs  with  this  recommendation.   Procedures  will  be 
implemented  to  provide  separation  of  duties. 

CASH 

Recommendation  #4 

We  recommend  that  the  Hospital  record  cash  on  hand  in  compliance 
with  state  accounting  policy. 

Response  #4 

Warm  Springs  concurs  with  this  recommendation.   Future  deposits 
will  be  recorded  in  year  received. 
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Warm  Springs  State  Hospital  Audit  Recommendations  and  Responses 
Page  2 


Recommendation  //5 

We  recommend  that  the  hospital  make  deposits  in  compliance  with 
Montana  Operations  manual  chapter  2-1210.22. 

Response  #5 

Warm  Springs  does  not  concur  with  this  recommendation.   Montana 
Operations  Manual  Chapter  2-1210.22  establishes  the  criteria  of 
risk  for  undeposited  funds,  cost  of  making  deposits  and  an  effective 
investment  function  as  being  the  important  factors  governing 
frequency  of  deposits.   All  undeposited  funds  are  kept  in  a  locked 
safe.   At  this  time  there  is  no  known  loss  as  a  result  of  this 
method  of  safekeeping.   The  current  cost  of  making  each  deposit  is 
$15.80.   The  cost  breakdown  is  as  follows: 

Teamster  1  hour  @$8.38/hr     =         $   8.38 

Vehicle  cost  25  miles  @.20/mile    =       5.00 

Accounting  function  \   hr  @8.09/hr  =       2.02 

Misc.  paper  etc.  !it2. 

$  15.80 

This  means  it  would  cost  us  an  additional  $63.20  per  week  to  deposit 
daily  ($15.80  x  4).   The  average  daily  deposit  would  be  about 
$420.00.   By  depositing  on  a  daily  basis  the  investment  gain  would 
be  about  $4.61  per  week  over  using  a  weekly  deposit.   The  net  cost 
of  making  daily  deposits  is  then  $58.59  per  week  ($63.20  -  $4.61) 
or  $3,046.68  per  year  to  the  state.   Therefore,  considering  the 
three  criteria  of  the  Montana  Operations  Manual,  we  feel  that  the 
risks  involved  are  extremely  small  while  the  additional  costs  do 
not  justify  the  increased  investment  gains. 

INTERNAL  CONTROL  OVER  CASH 

Recommendation  #6 

We  recommend  that  the  hospital  issue  receipts  immediately  upon   . 
receipt  of  cash  or  cash  items. 

Response  //6 

Warm  Springs  concurs  with  this  recommendation.   Receipts  will  be 
promptly  issued. 
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AGENCY  FUND 

Recommendation  #7 

We  recommend  that  the  hospital  deposit  all  donations  into  the 
federal  and  private  revenue  fund  in  accordance  with  MCA,  Section 
17-2-102  and  Attorney  General  Opinion  niamber  106  within  volume  36. 

Response  #7 

Warm  Springs  does  not  concur  with  this  recommendation.  MCA  Section 
17-2-102  states  that  the  Federal  and  Private  Revenue  Fund  consists 
of  those  expendable  moneys  from  federal  and  private  sources  which 
are  to  be  used  for  the  operation  of  state  government.   The  key 
phrase  is  "for  the  operation  of  state  government".   We  do  not  feel 
that  the  donation  moneys  are  to  be  used  for  the  operations  of  state 
government.   They  are  moneys  which  are  given  by  private  donors  or 
groups  for  the  purpose  of  buying  patients'  items  which  are  normally 
not  furnished  through  the  normal  state  operations.   Examples  of 
this  are  Christmas  gifts  and  other  holiday  treats.   It  is  our 
contention  that  we  are  acting  merely  as  a  custodian  for  the  funds 
and  are,  therefore,  using  the  Agency  Fund  under  the  above  cited 
section  of  law. 

In  regards  to  the  Attorney  General  Opinion  106,  we  feel  that  we  are 
in  compliance  with  it.   Three  points  of  the  opinion  do  not  pertain 
to  Warm  Springs  State  Hospital.   Of  the  remaining  two  points,  one 
requires  that  cash  be  deposited  with  the  state  treasurer.   There  is 
no  specific  account  referred  to  and  we  are  currently  depositing  all 
funds  with  the  state  treasurer.   The  remaining  point  states  that 
such  funds  deposited  with  the  state  treasurer  may  be  utilized 
whenever  its  discretion  is  so  moved,  without  a  specific  appropriation. 
Once  again  we  are  in  compliance  with  that  point. 

In  order  to  reach  a  satisfactory  conclusion  to  this  recommendation 
we  feel  that  the  Department  of  Institutions  in  conjunction  with 
Warm  Springs  State  Hospital  should  request  an  Attorney  General's 
Opinion  as  it  relates  to  our  circumstances. 

FIXED  ASSETS 

Recommendation  #8 

We  recommend  that  the  hospital: 

1.  Take  a  physical  inventory  of  all  fixed  assets  immediately; 

2.  Prepare  the  necessary  adjustments  to  the  asset  records  to 
reflect  the  physical  inventory.   The  hospital  will  have  to 
research  invoices  paid  in  the  past  two  years  to  record  the 
cost  and  acquisition  date  of  newly  purchased  assets;  and 

3.  Maintain  the  PPI  on  a  continual  basis  properly  recording 

all  additional,  deletions  and  transfers.   All  transfers  should 
be  authorized  in  writing  by  the  appropriate  officials. 
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Response  #8 

Warm  Springs  concurs  with  this  recommendation.   At  this  time  a 
complete  physical  inventory  has  been  started  utilizing  the  Supply 
Inventory  Management  System  for  the  permanent  record. 

PATIENT  ACCOUNTS 

Recommendation  #9 

We  recommend  that  the  hospital  contact  the  Department  of  Revenue  to 
determine  the  proper  procedures  for  turning  funds  representing 
unredeemed  coupons,  over  to  the  Department  of  Revenue  in  compliance 
with  Section  70-9-102,  MCA. 

Response  //9 

Warm  Springs  concurs  with  this  recommendation.   Contact  will  be 
made  with  the  Department  of  Revenue  to  establish  proper  procedures 
for  disposal. 

Recommendation  #10 

We  recommend  that  the  function  of  patient  cash  and  check  receiving 
be  separated  from  subsequent  deposit  duties. 

Response  #10 

Warm  Springs  concurs  with  this  recommendation.   A  separation  of 
duties  will  be  undertaken  to  correct  this  deficiency. 

Recommendation  #11 

We  recommend  that  the  hospital  contact  the  Department  of  Administration 

accounting  division  for  guidance  in  placing  patient  accounts  on 

SBAS. 

Response  #11 

Warm  Springs  concurs  with  this  recommendation.   Contact  will  be 

made  with  the  Department  of  Administration  to  determine  the  feasibility 

of  interfacing  the  current  patient  accounts  system  and  SBAS. 


INVENTORIES 

Recommendation  #12 

We  recommend  that  the  hospital  analyze  inventory  usage  in  relation 
to  amounts  on  hand  to  determine  proper  inventory  levels. 
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Response  #12 

Warm  Springs  concurs  with  this  recommendation.   The  hospital 
has  been  working  on  this  problem  which  has  been  caused  basically 
from  a  declining  population  followed  by  a  demolition  of  buildings 
which  has  resulted  in  large  stocks  of  now  obsolete  maintenance 
items.   Continued  actin  will  be  taken  to  reduce  the  inventory  level 
to  what  we  feel  is  a  reasonable  operating  stock. 

Recommendation  #13 

We  recommend  that  the  hospital  include  all  inventories  on  SIMS. 

Response  #13 

Warm  Springs  concurs  with  this  recommendation.   Procedures  will  be 
implemented  to  include  as  much  as  practicable  inventories  on  SIMS. 

Recommendation  #14 

We  recommend  that  the  hospital  insure  that  leave  of  absence 
requests  be  prepared  and  properly  approved  for  all  leave  taken. 

Response  #14 

Warm  Springs  concurs  with  this  recommendation.   Procedures  have 
been  implemented  to  insure  that  leave  requests  are  properly  filled 
out  and  turned  into  the  Personnel  Office. 
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